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1 RECOMMENDATION 
 
1.1 That the Executive are requested to consider the draft 2021/22 budget set out in 

section 10 and Appendix B, which shows a net budget requirement of £11,846k* (an 
increase of £121k from 2020/21, £11,725k) and recommend this budget to the Policy 
Review Committee and to all Members, stakeholders and the public for consultation. 
 

1.2 That the Executive are requested to consider the revised Medium Term Financial Plan 
(MTFP) set out in section 9 and Appendix C, which shows a total future budgetary gap 
over the four-year financial period from 2021/22 to 2024/25 of £682k, unless an 
appropriate course of action is taken to eradicate this gap, and recommend the MTFP 
to the Policy Review Committee and to all Members, stakeholders and the public for 
consultation. 

 
* N.B. - the net budget requirement reflects budgets that assume normal service provision and does 

not therefore reflect the financial impact, potential cost pressures and lost income resulting from the 
Council’s ongoing response to and financial impact of Covid-19. During 2020/21 the Government 
provided emergency Covid funding, new burdens funding and lost income funding, in relation to 
additional cost pressures and lost income due to Covid and this funding was applied to meet the 
resulting funding gap identified through regular monitoring against the original budget. By keeping 
budgets at a level that reflect normal service provision the financial impact of Covid continues to be 
transparent and can be reported to Government reflecting the impact of Covid against the Council’s 
normal budget provision. 

 
 
2 PURPOSE OF THIS REPORT 
 
2.1 To present the draft 2021/22 budget including the latest Medium Term Financial Plan 

(MTFP) to the Executive for their consideration and to seek their approval to 
recommend the draft budget for stakeholder consultation. 
 

2.2 The 2021/22 service budgets reflect normal service provision or known changes to 
service provision where applicable. Budgets do not reflect any additional cost 
pressures or loss of income due to the impact of the Covid pandemic. Whilst the Covid 
pandemic and local and national restrictions are likely to result in additional cost 
pressures and continue to impact fees and charges income, it is appropriate to 
continue to budget at normal service levels so the impact of the pandemic can 
continue to be fully assessed. 

 
2.3 In the Chancellor’s Autumn Statement (confirmed in the Provisional Financial 

Settlement) further Covid funding was announced for 2021/22  in relation to additional 
expenditure pressures, increased council tax support, irrecoverable loss of council tax 
and business rates revenues from 2020-21 as well as the continuation of the 
compensation scheme for loss of income from sales, fees and charges. As reported 
during 2020/21, any remaining Covid funding received during 2020/21, where the 
terms of the grant funding allow, plus any remaining contingency budget will be carried 
forward in a reserve to be applied as required during 2021/22. The impact of the Covid 
pandemic will be regularly monitored and reported on throughout the year. 

 
2.4 This report presents a balanced budget for 2021/22 and a revised medium term 

financial plan covering the four-year period 2021/22 to 2024/25, it also sets out the 
economic conditions, assumptions, risks and uncertainties that influence the budget 
and MTFP. 
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3 REASONS FOR RECOMMENDATION 
 
3.1 The Authority is required by law to set a balanced budget i.e. the anticipated ongoing 

costs of providing services should be equal to anticipated funding resources.  Further, 
it is vital that the budget is sustainable over the long term while achieving the Council’s 
corporate goals. 
 

3.2 It is critical that the revenue budget is set in such a way as to ensure that the Council 
allocates its limited available resources effectively and efficiently, in order to continue 
providing value for money services and meet both its statutory obligations and its aims 
and objectives as outlined in the Community Strategy and Corporate Plan. 

 
3.3 As resolved by the Council, the MTFP is required to be reviewed and updated annually 

and approved as part of the annual revenue budget setting process. 
 
 
4 ALTERNATIVE OPTIONS 

 
4.1 The Local Government Act 1992, Section 32 requires that all known and anticipated 

revenue budgetary requirements of the Authority for the forthcoming year be 
calculated prior to setting the Council Tax. This must be done no later than 11 March 
in the preceding financial year. Therefore, there are no alternatives other than to agree 
a balanced budget by the statutory deadline. 

 
 
5 EXECUTIVE SUMMARY 
 
5.1 The budget process and strategy links closely to the Corporate Plan and enables the 

delivery of the Council’s goals and objectives. The current Corporate Plan, 
“Hertsmere’s 2020 Vision” which covers the period 2016 to 2020, has identified three 
Corporate Goals, which each have a number of outcome-based objectives that 
support the development of priorities for action. 

 
 Being an enterprising Council 

 Planning for the future 

 Supporting our communities 

5.2 The current Financial Strategy 2018/19 to 2021/22 sets out the anticipated pressures 
and influences, internal and external, that may potentially impact Hertsmere’s finances 
over the medium term and sets out how the Council intends to manage and mitigate 
those pressures and influences over the period. 

 
5.3 The current Financial Strategy takes into account the four-year financial settlement 

(the Settlement Funding Assessment or SFA) announced by the Chancellor in his 
2015 Autumn Statement (SR15) that showed a reducing level of government grant 
funding over the period, with Revenue Support Grant (RSG) reducing to zero by 
2019/20. Whilst the four-year settlement confirmed that funding would fall over this 
period it did at least provide greater certainty for local authorities. 

 
5.4 Elements of the Financial Strategy including the Revenue and Capital Budgets, the 

Medium Term Financial Plan (MTFP), pressures and influences and the Capital 
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Strategy are revised and updated annually as part of the budget process as set out 
throughout this report. 

 
2020/21 Budget Update 

 
5.5 The 2020/21 budget approved by the Council on 26 February 2020, showed a net 

budget requirement of £11,725k balanced by an equivalent level of funding. 
 

5.6 Shortly after the 2020/21 budget had been approved the Covid pandemic started to 
take hold in the UK and the response to the pandemic has subsequently had a 
significant financial impact on the Council with financial pressures starting to impact 
from March 2020 mainly in relation to additional costs such as Rough Sleepers, 
protective clothing, additional cleaning and IT. There was a partial financial impact on 
the 2019/20 budget, which amounted to a net pressure of around £51k, which was 
funded within the 2019/20 budget surplus. 
 

5.7 Since 2019/20 cost pressures have continued and there has also been a significant 
decline in income from fees and charges such as parking, leisure management and 
rental income. There has also been an impact on funding with collection rates for 
Council Tax and Business Rate behind target for the year due to many account 
holders having requested payment deferrals, which may result in a lower level of 
collection for 2020/21. 

 
5.8 The financial impact of Covid on our residents has also resulted in a significant 

increase in claims for Council Tax Support during 2020/21, which as discussed later in 
this report, has resulted a slight reduction in our Council Tax base for 2021/22 
whereas an annual increase of close to 1.5% would have been anticipated. This 
reduction in tax base affects the overall level of Council Tax that can be raised during 
2021/22 and going forward. 

 
5.9 The full financial impact of the Covid pandemic has been closely monitored throughout 

2020/21 and has been the subject of reports to the Council in July (C/20/31) and 
November C/20/47). 

 
5.10 The latest financial monitoring for 2020/21 as at 30 November 2020, reported to the 

Financial Monitors in December, showed an unfavourable year to date variance of 
(£1,184k) and a year-end unfavourable forecast variance (£2,428k). However, in 
recognition of the Covid related financial pressures faced by Local Authorities (LA’s) 
and the nationwide lockdowns and tier restrictions, the Government have announced a 
series of funding measures including emergency funding, new burdens funding, rough 
sleepers grant and loss of income funding in order to support LA’s. 

 
5.11 As at November 2020 Hertsmere were expected to receive Government funding of 

c.£2,408k in addition to which the full Council in July 2020 (C/20/31) also agreed to set 
aside the remaining 2020/21 Contingency budget of £290k to fund Covid related 
pressures. The latest forecast as at November 2020 therefore shows that the forecast 
variance will be fully funded with any remaining funding to be carried forward to cover 
further pressures arising in 2021/22 as shown in table 1 below: 
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Table 1 – 2020/21 Financial Pressures and Funding as at 30 November 2020  
 

  £000’s £000’s 
2020/21 Forecast Deficit (pre-funding)  (2,428) 
Government Funding:   

 Emergency Funding 1,475  
 Rough Sleepers 5  
 New Burdens 178  
 Irrecoverable Income (estimated) 750  

Total Government Funding  2,408 
Contingency budget  290 
Net favourable year-end variance 
(Surplus funding to be carried forward to fund 
pressures arising in future years) 

 
270 

 
5.12 The 2020/21 budget position continues to be regularly reviewed and reported to the 

Financial Monitors on a monthly basis. 
 
2020 Spending Review (SR20) 
 

5.13 Further to the four-year settlement, Local Government had been anticipating a further 
multi-year finance settlement from 2020/21 as well as announcements in respect of 
the Fair Funding Review and the review of the system of Business Rates redistribution 
and retention. However, due to other Central Government priorities at the time, mainly 
in relation to Brexit, the Chancellor announced a single year spending round for 
2020/21 and a deferral of the Spending Review and Business Rates reset until 
2021/22. 
 

5.14 Whilst the Chancellor had confirmed in his summer statement in July 2020 the 
Treasury’s intention that the 2020 Spending Review (SR20) covering the three-year 
period 2021/22 to 2023/24 would be finalised during Autumn 2020, by late October the 
Treasury had changed their position and confirmed that due to their response to the 
Covid-19 pandemic there would be a further one-year settlement for 2021/22: 

 
“In order to prioritise the response to Covid-19, and our focus on supporting jobs, the 
chancellor and the prime minister have decided to conduct a one-year Spending 
Review, setting department’s resource and capital budgets for 2021-22, and devolved 
administration’s block grants for the same period. 
 
“While the government would have liked to outline plans for the rest of this parliament, 
the right thing today is to focus entirely on the response to Covid-19 and supporting 
jobs - that’s what the public would expect.” 
 
Treasury Statement: 21 October 2020 
 
Autumn Statement 
 

5.15 On 25th November 2020, the Chancellor announced the 2020 Spending Review 
(SR20), which as expected included a bleak economic overview with the economy 
anticipated to contract by 11.3% in 2020 and unlikely to recover to pre-Covid levels 
until at least Q4 of 2022. Debt for the year was 91.9% of GDP with spend on the 
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Government’s response to Covid-19 amounting to £280bn during 2020/21 with further 
spend of £55bn in 2021/22. 
 

5.16 The key announcements from the Autumn Statement in relation to local government 
are set out in detail in paragraph 7.10 below, the most significant of which for 
Hertsmere are in relation to business rates. The business rates baseline is now the 
sole element of the Settlement Funding Assessment (SFA or finance settlement) that 
Hertsmere receives since the Revenue Support Grant (RSG) was reduced to zero in 
2019/20. The SR20 confirmed that there will not be a business rates baseline reset in 
2021/22 and the current 50% retention system will be rolled forward with a review now 
anticipated in spring 2021. It was also announced that the Business Rates multiplier is 
to be frozen for 2021/22 rather than a CPI increase (0.55%) however local authorities 
will be compensated for resulting losses. 

 
5.17 Whilst Hertsmere no longer receives any Revenue Support Grant (RSG), this element 

of the SFA is set to increase by inflation. In 2019/20, similar to many local authorities, 
Hertsmere’s share of the RSG had actually been set to fall to a negative amount of 
£217k. However a late change in policy in the 2019 budget meant that the Treasury 
would fund this negative element of RSG centrally in 2019/20 and this policy was then 
rolled forward in 2020/21 and it was assumed (now confirmed) this will be rolled 
forward again for 2021/22. This represents a one-off benefit for Hertsmere of c.£223k. 

 
5.18 Also of significance to Hertsmere is that the New Homes Bonus (NHB) will continue for 

2021/22 (year 11 of the scheme). However similar to 2020/21 this will be a one off 
allocation, with no legacy payments. Hertsmere’s 2021/22 provisional allocation is 
£582k. The legacy (four-year) payments from 2018/19 and 2019/20 are to be honored 
meaning that in total Hertsmere provisional allocation is £1,075k of which £600k will 
contribute to funding the general fund revenue budget in 2021/22. The remainder, as 
in previous years, will be set aside in the NHB reserve for use in future years and for 
investment in one off projects that support the council’s aspiration for financial self-
sufficiency. It is now anticipated that the NHB scheme will be reviewed by ministers 
during 2021/22. 

 
5.19 The Chancellor also announced additional funding for COVID in 2021/22 in relation to 

additional expenditure pressures, increased council tax support, irrecoverable loss of 
council tax and business rates revenues from 2020-21 and a three months extension 
of the compensation scheme for loss of income from sales, fees and charges. 
 
Provisional Finance Settlement 2021/22 
 

5.20 The provisional financial settlement was announced on 17th December 2020 
confirming the key announcements from the Chancellor’s Autumn Statement, these 
are set out in detail in paragraph 7.10 below. 
 

5.21 The provisional financial settlement confirmed Hertsmere’s NNDR baseline grant as 
£2,723k, the same level as for 2020/21 due to the business rates multiplier being 
frozen for 2021/22 rather than inflated by CPI of 0.55%. However, local authorities are 
to be compensated for the resulting inflationary losses through an increase in the 
under-indexing multiplier grant paid under section 31, which also reflects previous 
inflationary losses due to the previous capping of the multiplier. 
 

5.22 The provisional settlement also included the addition of a new grant, the Lower Tier 
Services Grant, which appears to have been mainly targeted at District Councils. The 
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purpose of this new grant is to ensure that no local authority will see a fall in their core 
spending power. Hertsmere’s allocation of this new grant is £116k. This new grant 
appears to be funded through a top slice of the New Homes Bonus funding pot for 
which the future is unclear so it would therefore be prudent to treat this funding as one 
off for 2021/22 only. 

 
5.23 The financial settlement reflects a small year on year increase against a significantly 

reduced central funding position and the continued decline in funding since 2010. This 
means that central government funding now represents just 24% of Hertsmere’s 
overall funding compared to 54% back in 2010/11. The cost of providing council 
services is therefore falling increasingly on council taxpayers. For 2021/22 66% of 
Hertsmere’s net budget requirement will be funded from Council Tax compared to just 
45% in 2010/11. 

 
5.24 Table 2 below shows the Settlement Funding Assessment (SFA) for the previous four-

year financial settlement for 2016/17 to 2019/20, the subsequent one year spending 
round for 2020/21 (SR19) and the provisional one-year settlement for 2021/22 (SR20). 

 
Table 2 – Settlement Funding Assessment (SFA) 2016/17 to 2021/22 

 
 Four-year settlement SR19 SR20 

 

Actual 
SFA 

2016/17 

Actual 
SFA 

2017/18 

Actual 
SFA 

2018/19 

Actual
SFA

2019/20

Actual
SFA

2020/21

Provisional 
SFA 

2021/22 

 
£000’s £000’s £000’s £000’s £000’s £000’s 

RSG 1,253 613 221 0 0 0 

NNDR Baseline 2,492 2,543 2,619 2,679 2,723 2,723* 

Total SFA 3,745 3,156 2,840 2,679 2,723 2,723 

Business Rates - Levy Surplus - - - 41 17 - 

Lower Tier Services Grant - - - - - 116 

Total Funding 3,745 3,156 2,840 2,720 2,740 2,839 

* the Business Rates multiplier has been frozen for 2021/22 (paragraph 5.16 above) hence there is no increase in 
business rate baseline funding. Local authorities will be compensated for inflationary loses through section 31 
grant funding included in the growth budget. 

 
Covid Funding – Local Council Tax Support Grant 

 
5.25 Further to the Chancellor’s announcement of additional Covid funding and following 

the provisional financial settlement, allocations have now been announced for Local 
Council Tax Support Grant. The purpose of this grant is to provide local authorities 
with additional funding to compensate them for the losses experienced due to the 
increased claims for Council Tax Support. Hertsmere have received an allocation of 
£169k. 
 

5.26 Hertsmere’s Council Tax Base for 2021/22, which will be presented to the full Council 
for approval on 26 January 2021, reflects an increase in claims for Council Tax 
Support of 15%. This equates to lost Council Tax Revenues of c.£100k in 2021/22 
which has been reflected in this budget. 

 
5.27 It is anticipated that it will take at least two years for Council Tax Support to return to 

pre-Covid levels and it is therefore proposed that this grant funding be applied over 
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two years with £100k allocated in 2021/22 and the remaining £69k allocated in 
2022/23.  
 
Budget Setting 
 

5.28 Hertsmere’s budget process for 2021/22 began back in the spring of 2020 with senior 
managers initially identifying potential savings and efficiency proposals as well as 
recognising potential budgetary pressures. Budgets were subsequently scrutinised 
and challenged following the timetable set out in table 3 below in order to get to the 
draft 2021/22 budget position now being presented: 

 
Table 3 – Budget Challenge Timetable 
 

Date Action 

4 August 2020 Management Team 2021/22 Budget Workshop 

August – October 
2020 

Services line by line budget review and development of budget 
proposals: pressures, efficiencies, savings, additional income  

October 2020 Management Team Budget Star Chamber  – Peer challenge 

3 November 2020 Member Budget Panel – review of latest budget position 

25 November 2020 Autumn Statement (Spending Round 2020) 

10 December  2020 2nd Member Budget Panel – review draft balanced budget 

17 December 2020 Provisional Financial Settlement announced  

13 January 2021 Executive – review draft budget and recommend for consultation 

 
5.29 Setting a balanced budget for the year ahead is a statutory requirement for the 

Council. 
 
5.30 This report sets out the major factors that influence the budget, namely: 
 

 2021/22 Budget Requirement 

 Economic Forecast and Investment Income 

 Government Policy, Funding and Legislation 

 Draft 2021/22 Revenue Budget 

 Assumptions, Uncertainties and Risks 

 Statement of the S151 Officer 

 
5.31 This report presents a balanced budget position for 2021/22, which the Executive is 

requested to consider and recommend for consultation. 
 
 

6 2021/22 BUDGET REQUIREMENT 
 

6.1 The draft budget for 2021/22 shows a net budget requirement of £11,846k 
representing the budgeted gross spend of £26,935k on the provision of services 
(excluding £37,000k on Housing Benefit), less income of £15,089k from fees and 
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charges, rental income and specific funding including grants, contributions and 
reserves (refer to Appendix A). 

 
6.2 The net budget requirement of £11,846k represents an increase of £121k (or 1.03%) 

against the 2020/21 net budget requirement of £11,725k. This net budget requirement 
is balanced by an equivalent level of funding from government grant and local taxation 
(refer to Appendix B). 

 
6.3 Whilst the net budget requirement shows an overall increase from 2020/21 this 

includes budgetary increases of £1,089k to accommodate service pressures in respect 
of contractual obligations (i.e. grounds maintenance), environmental impact (i.e. 
recycling), economic pressures (investment income), increased demand for services 
and additional service provision as well as a reduction in funding from reserves of 
£79k. These pressures have been mostly offset through the delivery of efficiencies of 
£571k and additional income from fees & charges and rents of £318k. 

 
6.4 The budget process takes into account various factors that impact on the budget 

requirement including changes in service delivery, service need and legislative 
changes. A breakdown of the key factors and variances reflected in the 2021/22 draft 
budget are set out in section 7. The most significant changes include: 

 
 Increases in staffing costs include contractual increments and a pay award of 

£250 for those staff earning below £24k in line with the Chancellors 
announcement on Public Sector pay (see section 7 below, paragraphs 7.1 to 
7.9). This is offset by staffing efficiencies including round reduction in waste; 

 increased costs to support recycling; 

 loss of recycled paper income;  

 increased fleet costs; 

 grounds maintenance contractual increments;  

 decreased investment income; offset by 

 increased rental income; 

 increased income from planning; 

 efficiency savings, including savings resulting from changes to waste collection 
rounds; reduction in drainage contractor costs as well as a net reduction in the 
cost of homelessness . 

 
6.5 The main influences and assumptions affecting the budget requirement and funding 

levels are set out in detail throughout this report, some of the most significant 
influences and assumptions are as follows: 

 
 Covid-19 – For 2021/22 service budgets reflect normal service provision or 

known changes to service provision where applicable. Budgets do not reflect any 
additional costs or loss of income due to the impact of the Covid pandemic. The 
Government have announced additional funding for Covid in 2021/22 in relation 
to additional costs, loss of income from fees and charges and loss of tax 
revenues and this funding will be applied to meet any such cost and income 
pressures against normal service budgets. As reported during 2020/21, any 
remaining Covid funding received during 2020/21, where the terms of the grant 



Page 10 of 38 
 

funding allow, plus any remaining contingency budget will be carried forward in a 
reserve to be applied as required during 2021/22. The impact of the Covid 
pandemic will be regularly monitored and reported on throughout the year.  

 Council Tax Base – The tax base for 2021/22, which is subject to approval by 
the full Council on 26 January 2021, is calculated based on housing growth data 
as at 1 October 2020 adjusted to band D equivalents. The proposed tax base for 
2021/22 (41,887.1), which also takes account of discounts, shows a very slight 
reduction against the current 2020/21 tax base (41,889.2) whereas in recent 
years the tax base has increased by close to 1.5% annually raising additional 
council tax revenues of around £100k each year. 

Whilst housing growth during 2020/21 has been similar to that experienced in 
previous years, the resulting increase in the tax base has been all but eradicated 
due to a significant increase in the level of claims for Council Tax Support (CTS) 
during 2020/21. In previous years the level of CTS, which provides a discount 
against the full Council Tax for those on low income, has been relatively stable 
year on year and therefore has not been a significant factor in setting the tax 
base. However the impact of the Covid pandemic during 2020/21 has resulted in 
a significant increase in claims for CTS, which needs to be reflected in setting the 
tax base for 2021/22. The proposed tax base assumes an increase in Council 
Tax Support claims during 2020/21 of 15% by year-end based on the actual 
increase in CTS as at 1 October was 9% which has been projected for the full 
year impact. 

 Council Tax – A £5 annual Council Tax increase was assumed in the Council’s 
Medium Term Financial Plan until 2020/21 being the maximum annual increase 
allowed for Hertsmere under the 2015 four-year settlement whereby district 
councils could increase council tax by up to 2% or £5 whichever is the greater. 
The 2% or £5 limit for district councils was extended for the one year spending 
round (SR19) for 2020/21 and has been extended for a further year for 2021/22. 
The 2021/22 budget assumes a further Council Tax increase of £5, which aligns 
with the Ministry for Housing, Communities and Local Government (MHCLG) 
core spending power assumptions. A £5 increase equates to an average 
percentage increase of approximately 2.7% and will generate additional on-going 
revenues annually, from 2021/22 of £209k. 

 Income - Income from fees and charges is set to rise from £13.0m in 2020/21 to 
£13.3m in 2021/22. However whilst the proposed fees and charges for 2021/22 
are included in the net budget requirement they are subject to approval and will 
be presented to the full Council on 24 February 2021 as part of the proposed 
budget (appendix E). 

 Pay Award – In line with the Chancellor’s announcement in his Autumn 
statement on public sector pay, no pay award has been allowed for in the 
2021/22 budget save for a minimum award of £250 for lower paid staff earning 
less than £24k (full time equivalent). This amounts to a total budget increase of 
£30k including oncosts (refer to section 7, paragraphs 7.5 to 7.9 below). 

 Inflation – Contractual increments have been allowed within relevant service 
budgets. There is no provision for general inflation although where services have 
identified inflationary pressures or market cost changes then these have been 
scrutinised by senior managers and where agreed have been budgeted for. 
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6.6 Whilst the draft budget shows a balanced position, it is still subject to scrutiny, final 
funding allocations and approval of the Council Tax increase and the schedule of fees 
and charges. The final budget will be presented to the full Council for approval on 24 
February 2021.  

 
 

7 GOVERNMENT POLICY AND FUNDING 
 

Spending Review 2020 (SR20) 
 

7.1 The Treasury had intended to hold a new Spending Review in 2019 (SR19), covering 
the period 2020/21 to 2022/23. However, with the then political turbulence around 
Brexit, it was announced that a one-year Spending Round would be provided, covering 
the financial year 2020/21; and that this would be followed in 2020 by a full Spending 
Review, reviewing public spending as a whole and setting multi-year budgets. 
 

7.2 During 2020 the Covid pandemic became the Government’s main priority, however 
despite the impact of the pandemic and the ongoing priorities of Brexit it was still the 
Treasury’s intention that the 2020 Spending Review (SR20) covering the three-year 
period 2021/22 to 2023/24 would be finalised during Autumn 2020. However, by late 
October the Treasury had changed their position and confirmed that due to their 
response to the Covid-19 pandemic there would be a further one-year settlement for 
2021/22. 

 
7.3 There have been three Spending Reviews since 2010, each of which has had an 

impact upon local government’s strategic financing: 
 

 SR10: published in October 2010, established the initial path of reductions to local 
government grant funding and the introduction of Council Tax Freeze grant. At the 
same time as the SR10 took effect, New Homes Bonus was launched for the 
period of the SR. 

 SR13: published in June 2013, continued with the reductions to local government 
grant funding; the rolling forward of the Council Tax Freeze grant; and the 
introduction of the Better Care Fund. 

 SR15: published in November 2015, again continued with reductions to local 
government grant funding; introduced reforms to New Homes Bonus; ended 
Council Tax Freeze grant, set council tax referendum limits at 2% per annum or 
£5 for District Councils (whichever was higher); and introduced the Social Care 
Precept at 2% per annum. 

 
7.4 Therefore, the publication of a Spending Round in 2019, which covers only one 

financial year, was a departure from the norm established over the last decade and 
this has now been followed by a further one year Spending Round in 2020. Whilst this 
is the result of political and financial uncertainty surrounding Brexit and the Covid 
pandemic it means continued uncertainty for local government. 
 

7.5 On 25th November 2020, the Chancellor, Rishi Sunak MP, announced the Spending 
Review 2020, which as expected included a bleak economic overview with the 
economy anticipated to contract by 11.3% in 2020 and unlikely to recover to pre-Covid 
levels until at least Q4 of 2022. Debt for the year was 91.9% of GDP with spend on the 
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Government’s response to Covid-19 amounting to £280bn during 2020/21 with further 
spend of £55bn in 2021/22. 

 
7.6 The Spending Review 2020 (SR20) consisted of three main themes: 

 
 Tackling COVID-19 next year 

 Stronger public services 

 Capital spending, including infrastructure to drive UK’s recovery and support jobs 

 
7.7 The more significant announcements for local government were in relation to public 

sector pay, the Chancellor stating that: 
 
“In order to protect jobs and ensure fairness, pay rises in the public sector will be 
restrained and targeted in 2021/22” 
 

7.8 With the exception of pay rises for NHS staff and lower paid workers, earning less than 
£24k, who will receive a pay rise of no less than £250, the government will pause pay 
rises in the public sector for 2021/22. A nil pay award has therefore been reflected in 
this budget save for the lower paid. 
 

7.9 Also of significance is the announcement of further funding for Covid in 2021/22 in 
relation to additional expenditure pressures, increased council tax support, 
irrecoverable loss of council tax and business rates revenues from 2020/21 and a 
three months extension of the compensation scheme for loss of income from sales, 
fees and charges. 

 
2021/22 Provisional Finance Settlement 

 
7.10 The provisional financial settlement was announced on 17th December 2020 

confirming the key announcements from the Autumn Statement, the most significant 
areas for local government are as follows: 
 

 Core Spending Power (CSP) – CSP for local government will increase by 
4.5%, with most of the increase in spending power from greater “council tax 
flexibilities”. 

 Council Tax – The council tax referendum limit will be 2% for local authorities, 
with social care authorities allowed a 3% social care precept, although this can 
be deferred to 2022/23. The provisional settlement confirmed that districts will 
be allowed to apply the higher of the referendum limit or £5. 

 Business Rates Retention – The business rates multiplier has been frozen for 
2021/22, therefore the three elements of the Business Rates Retention system 
(Baseline Need, NNDR Baseline and Tariff/Top Up amounts) remain at 2020/21 
levels. However, the under-indexing multiplier has been increased in order that 
local authorities do not lose what would have been the increase to the multiplier 
(0.55%) as per previous years when a cap was applied. This will be paid 
through section 31 grant. 

 Revenue Support Grant – For those authorities still receiving RSG, this has 
been increased by 0.55%, in line with what would have been the increase to the 
multiplier. 
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 Top Up/Tariff Adjustments (Negative RSG) – As in previous years, the 
government has decided to eliminate the negative RSG amounts. 

 New Homes Bonus - The NHB scheme has been extended to 2021/22 with a 
one-off allocation for 2021/22 to be paid along with legacy payments due from 
2018/19 and 2019/20. There will be no new legacy payments for the 2021/22 in-
year allocations and confirmation that there are no legacy payment for 2020/21 
(as indicated in the 2020/21 settlement). The threshold (or deadweight) of 0.4% 
for new housing growth was maintained. 

 Social Care Funding – There has been an increase to the Social Care Support 
Grant of £300m. This has been allocated based on Adult Social Care relative 
need (£60m) and the ability to raise resources through the social care precept 
(£240m). 

 Lower Tier Services Grant – A new un-ringfenced lower tier services grant of 
£111m was announced by the Minister. This has been allocated via 2013/14 
Settlement Funding Assessment levels (£86m) and to fund a floor, to ensure 
that no authority has a total Core Spending Power less than in 2020/21 (£25m). 

 Rural Services Delivery Grant – There has been an increase of £4m, from 
£81m in 2020/21, to £85m in 2021/22; with the methodology for distribution 
remaining unchanged from 2020/21. 

 COVID-19 Funding – £2.2bn of funding was announced to support local 
government in 2021/22, alongside support for local tax income and the 
spreading of deficits. This funding is not included in the Core Spending Power 
figures. 

 Local Government Funding Reform – No further information was published 
relating to the Fair Funding Review or the Business Rates Reset.  

 
Business Rates 

 
7.11 From 2013/14 the Government changed the business rates element of the finance 

settlement moving from a redistribution of business rates (NNDR) from a central pool 
to a system that enabled Local Authorities to retain a proportion of the rates that they 
raise, thereby providing an incentive to authorities to promote business growth in their 
areas. Government set an initial “baseline” so that all councils initially received funding 
broadly equivalent to their 2012/13 Formula Grant, whilst ensuring the overall level of 
Government funding for local government in England does not exceed the estimate set 
out in the 2010 Spending Review. A system of tariffs and top-ups was built into the 
system to protect authorities from these changes. At the time, the Chancellor indicated 
that there would be an extensive review of the business rates system. 

 
7.12 As shown in table 2 (para 5.24) the 2021/22 SFA includes the Business Rates 

Retention element (or Baseline Need) of £2.723m. The baseline has initially been set 
at a sum determined by expected levels of collection of business rates but will 
ultimately be determined by the actual collection levels for the year. This will be 
increased by growth in business activity in the borough but decreased by contractions 
in activity for example through successful appeals to reduce rateable values or failing 
businesses leaving vacant premises. 

 
7.13 The Council benefit by the retention of an element of any excess receipts over the 

baseline need caused by growth but will suffer loss through successful appeals or 
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failed businesses. However, there is protection built into the system known as the 
“Safety Net” so should the rateable value fall substantially there is a minimum level of 
grant that will be received. To mitigate any potential loss and to strategically utilise any 
retained growth an earmarked reserve was established in 2013/14 into which any 
surpluses are paid, in order to equalise the effects of uncertainty and losses in future 
years for example due to successful appeals and lower collection rates. 

 
Business Rates – Covid Impact 
 

7.14 The Covid pandemic has had a significant impact on business particularly those in the 
retail, hospitality and leisure industry, which may have been forced to close or have 
been significantly impacted as a result of the national and regional restrictions that 
have been applied throughout the year. 
 

7.15 The Government’s response to the Covid pandemic included various funding initiatives 
for businesses including the staff furlough scheme, business loans, additional rate 
relief and various grant funding schemes. 

 
7.16 Due to the ongoing restrictions and continuation of some grant fund schemes it is 

currently difficult to fully assess the true impact of the Covid pandemic on local 
businesses in Hertsmere. Whilst there has not been any significant change in rateable 
value over the course of 2020/21 this remains a significant risk as we come out of the 
pandemic and government support is withdrawn. 
 
Business Rates – 2017 Revaluation and New Appeals Process 

 
7.17 The current 2017 Rating List came into effect in April 2017, which for Hertsmere 

showed an overall increase in Rateable Value (RV) of 6%. However, the impact to 
NNDR yields of a new Revaluation were intended to be cost neutral, so the 2017-18 
multiplier was reduced accordingly and a Transitional Relief scheme tapered large 
increases and decreases to ratepayer bills. 

 
7.18 Whilst the Rates Revaluation was intended to be cost neutral there were inevitably 

winners and losers so in anticipation of appeals against new valuations a buffer of 
approximately 4.7% was built into the multiplier by the then DCLG which was intended 
to provide for potential appeal losses by local authorities against the 2017 Rating List. 

 
7.19 A new appeals process was also implemented from April 2017, the aim of the new 

three-stage process, ‘Check, Challenge, Appeal’, being to provide a system that is 
easier to navigate with the emphasis on early engagement by the parties to reach a 
swift resolution of cases. Whilst this new process came in from April 2017 there was a 
significant number of outstanding appeals relating to the 2010 list, which the VOA had 
been prioritising, however progress on clearing this backlog was slow which has 
caused delays in the new process. 

 
7.20 Whilst the backlog has since been cleared the new appeals process has been further 

hampered by the Covid-19 pandemic and the capacity of VOA officers. This continues 
to cause some uncertainty for Local Authorities in forecasting Rateable Value and in 
calculating appeals provisions against the 2017 list, there is however now some further 
evidence to base these calculations on and Hertsmere’s provisions have been revised 
in line with local and national assumptions. 
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7.21 The Council are liable for the Business Rates on its own properties, most significantly 
the Civic Offices and Car Parks. The rateable value for Hertsmere properties as a 
whole rose by 27% under the new 2017 list, which for 2020/21 equates to an 
additional cost of £115k. The budget has not yet been adjusted to reflect the 2017 
charge as the Council is still in the process of appealing against the new rateable 
value for the Civic Offices, this appeal is still currently at the Challenge stage. 

 
7.22 Pending that appeal the additional costs incurred will be funded either from any under 

spend on the revenue budget or from the Business Rates equalisation reserve. Any 
subsequent refunds as a result of a successful appeal will be paid back to this reserve. 
Should the appeal be unsuccessful then the increase in rateable value will need to be 
included in the budget going forward. 

 
Business Rates Pilots 

 
7.23 In 2019/20 the Hertfordshire authorities (County Council and all 10 Districts) were 

successful in their application to become a Business Rates Retention Pilot (EX/18/64), 
whereby forming a pool of all 11 authorities meant that 75% of business rates growth 
could be retained locally. In total it was estimated that around £11.3 million in business 
rates for 2019/20 would be retained within the County area of which Hertsmere would 
receive additional funding estimated to be around £1.1million. The actual amount of 
growth retained in Hertfordshire amounted to £20.5 million of which Hertsmere’s share 
was £2.4 million. 

 
7.24 This retained growth was treated as one-off funding as there was no guarantee that 

the Pilot would continue after 2019/20 which was sadly confirmed in the Autumn 
Statement 2019. 

 
Business Rate Pooling 

 
7.25 With Business Rates Pilots discontinued in 2020/21, the Executive, in October 2019, 

as it had in previous years, approved that Hertsmere join a Business Rates Pool again 
in 2020/21 (EX/19/57) with Hertfordshire County Council and four other Hertfordshire 
Districts. 
 

7.26 Such pooling arrangements can yield benefits over and above the entitlement of an 
individual authority to retain an element of growth in rates. In previous years (2016/17 
and 2018/19), Hertsmere has already benefitted from being part of a Pool retaining a 
share of the one-off pooling gains of £2.4million and £4.0million respectively, 
Hertsmere’s share being £780k and £394k respectively. The pool had however been 
disbanded in 2017/18 due to the risk of a significant business rates appeal in one of 
the other district areas. The current forecast for 2020/21 shows an estimated pooling 
gain for Hertsmere’s of £260k. 

 
7.27 Whilst it had been expected that business rates pooling would end in 2020/21 as the 

current system of business rates retention was due to be reviewed, due to the Covid-
19 pandemic this review has been further delayed until 2022/23 and the current 
system of business rate retention has been rolled forward for a further year. 

 
7.28 In light of the Covid pandemic and the potential risk to businesses and impact on 

rateable value, Hertfordshire Chief Finance Officers (HCFO’s) agreed to explore the 
option of pooling for 2021/22 and as in previous years agreed that LG Futures, local 
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government funding consultants, be commissioned to fully assess the economic 
viability of a business rates pool for 2021/22. 

 
7.29 In October the Executive agreed (EX/20/68) to Hertsmere joining a pool for 2021/22 

subject to LG Futures analysis showing that pooling would potentially be viable and 
that Hertsmere were within the optimum membership of the pool that retains the 
highest level of growth within Hertfordshire. Following LG Futures analysis, which 
showed a pool to be financially viable and included Hertsmere as a member of the 
optimum pool, a pooling application was submitted to MHCLG and was accepted. 

 
7.30 Whilst an application could not have been submitted any later than the 23rd October 

2020, there is still an option to revoke a pool within 28 days of the provisional finance 
settlement. Should one or more of the Hertfordshire pooled authorities decide that they 
no longer want to participate in a pool for 2021/22, for example due to an adverse 
impact of Covid-19 on rateable value, then the pool could still be revoked by 15 
January. 

 
7.31 All pooled authorities are currently reviewing their latest forecasts for business rates 

for 2021/22 and with the advice of LG Futures will reach a decision by 15 January 
whether to continue with the pool if it remains financially viable or whether to revoke 
the pool if it does not. 

 
Council Tax 

 
7.32 For many years Council Tax increases were subject to a 2% cap, beyond which a local 

referendum would be required to agree an increase of more than 2%. The 2016/17 
Financial Settlement however allowed all District Councils to raise Council Tax by the 
higher of up to £5 or 2% for the duration of the four-year settlement period to 2019/20. 
Subsequently the 2% cap was raised to 3% (or £5 for district councils whichever was 
greater) for financial years 2018/19 and 2019/20. 
 

7.33 The 2% cap was restored in the one year settlement for 2020/21 with the £5 limit 
remaining in place for district councils (where this was greater) and the 2% cap (or £5 
for district councils) has again been confirmed in the 2021/22 provisional finance 
settlement. 
 

7.34 For many years, under SR10 and SR13 (paragraph 8.1 above), the Council Tax 
Freeze Grant had compensated Council’s for not increasing Council Tax, however 
under SR15 the Governments spending power projections for 2016/17 to 2019/20, the 
four-year settlement period, now assumed that Councils would take up the option to 
increase Council Tax by the maximum allowed. An annual £5 Council Tax increase 
was subsequently factored into Hertsmere’s Financial Strategy until 2019/20 raising 
much-needed additional levies in light of the reduction of central government funding, 
providing a more sustainable approach to resourcing the Council’s services now and in 
the future. 

 
7.35 The £5 increase in 2016/17 was the first increase in Hertsmere’s Council Tax in seven 

years. Over that period the Council had been successful in balancing its budget 
without increasing Council Tax in spite of ongoing funding reductions. It had managed 
to maintain and improve its services through more efficient and effective service 
delivery and through its commercial approach, which has generated on-going 
additional income. However over this same period had the equivalent inflationary 
increase been applied to the Council Tax this would have meant an increase of around 
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£25, which would have been the equivalent of a Council Tax for 2016/17 of around 
£182 compared to the actual Council Tax for that year for an average band D of £162. 

 
7.36 Due to the continued decline in general government funding the cost of providing 

council services is falling increasingly on council taxpayers. For 2021/22 66% of 
Hertsmere’s budget requirement will be funded from Council Tax compared to just 
45% in 2010/11. 

 
7.37 This budget for 2021/22 proposes a £5 Council Tax increase, which is equivalent to an 

average increase of 2.7%, subject to approval by the full Council. This in line with 
Government assumptions that local authorities will increase Council Tax at the 
allowable limits. 

 
7.38 In addition to the 2% referendum cap, the spending round for 2020 will also consult on 

a further 3% precept for adult social care for 2021/22 (authorities can defer this 
precept until 2022/23). This is only applicable to authorities responsible for provision of 
social care such as Hertfordshire County Council. 

 
Council Tax Support (CTS) 

 
7.39 The Government abolished the national council tax benefits subsidy (CTBS) in March 

2013 and it was replaced by a localised Council Tax Support (CTS) scheme. Funding 
for the local scheme was cash limited and represented a 10% reduction in the funding 
previously received through CTBS, from 2013/14. It also meant that the risk of 
increased claims passed to the Council. In recognition of this, funding of £763k was 
identified within Hertsmere’s finance settlement for 2013/14 and was included as part 
of the overall SFA. 

 
7.40 This CTS funding was initially split between RSG and NNDR baseline funding 

although in subsequent years a change to the formula meant that this split was no 
longer separately identified. As government funding has reduced and with the RSG 
now having been abolished the element of this funding that had been included within 
the RSG, which for Hertsmere was £462k, has now been lost thereby increasing the 
burden on local tax payers. 

 
7.41 As required following the abolition of CTBS the Council devised a local CTS scheme 

and also made technical reforms to the Council tax (reducing discounts for 
uninhabitable properties and increasing premiums for unoccupied properties) in order 
to mitigate the impact of the grant reduction on the Council tax thereby making the 
Localisation of Council Tax Support self-financing. 

 
7.42 The local CTS scheme needs to be approved by the Council on an annual basis even 

if no changes are proposed. Since its inception in April 2013 there had been no 
changes to the Council’s local CTS scheme other than the annual up ratings as 
prescribed by DCLG until January 2018 when the Council approved changes to 
Hertsmere’s local scheme in order to bring it into line with the latest eligibility criteria 
already implemented in the national Housing Benefit scheme. 

 
7.43 For 2020/21, due to the ongoing roll out of Universal Credit, which is a fundamentally 

different type of benefit from the legacy benefits such as Job Seekers Allowance, a 
new banded CTS scheme was also introduced for Universal Credit customers only 
(see EX/19/55). The new banded scheme runs alongside the existing CTS scheme 
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that still applies for non UC customers which remains unchanged other than annual up 
ratings prescribed by the DWP. 

 
7.44 There are no proposed changes to either CTS scheme for 2021/22. 

 
7.45 During 2020/21 due to the impact of the Covid pandemic, there has been an increase 

nationally in claims for Council Tax Support. For Hertsmere it is estimated that CTS 
claims will have increased by around 15% by the end of 2020/21 at a cost of around 
£100k per annum (Hertsmere’s share). This increase in CTS has been factored into 
Hertsmere’s Council Tax Base for 2021/22, which in turn reduces the level of Council 
Tax levies that can be raised by around £100k per annum. 

 
7.46 In recognition of the impact of Covid on CTS claims the Government have announced 

additional funding specifically in relation to lost revenues resulting from CTS and 
Hertsmere have received an allocation of £169k. 

 
7.47 It is anticipated that it will take at least two years for CTS to return to pre-Covid levels, 

it is therefore proposed that this funding be applied £100k in 2021/22 and £69k in 
2022/23. 

 
Homelessness Prevention Funding 

 
7.48 The Homelessness Reduction Act that came into force in April 2018 introduced a 

statutory duty on Councils to take reasonable steps to prevent homelessness much 
sooner than previous legislation. 
 

7.49 Housing demand and homelessness remains high putting pressure on the temporary 
accommodation budget. 

 
7.50 The DWP’s temporary accommodation management fee ceased to be payable from 

2017/18 however the Ministry of Housing, Communities and Local Government 
(MHCLG) announced the introduction of a separate Flexible Homelessness Support 
Grant ring-fenced for three years to invest in homelessness services and enable local 
authorities to focus where possible on homelessness prevention. This funding has 
primarily been used to increase the homeless prevention team. 

 
7.51 In the Spending Round 2020, the government announced new grant funding in the 

form of the Homelessness Prevention Grant which replaces both the Flexible 
Homelessness Support Grant and Homelessness Reduction Grant. Hertsmere’s grant 
allocation for 2021/22 is £444k. It is proposed that this funding continues to fund the 
homeless prevention team and any additional funds to be set aside in the Housing 
reserve and drawn down as required. 

 
New Homes Bonus (NHB) 

 
7.52 In addition to the SFA, since 2011/12, Local Authorities have also received funding 

known as the New Homes Bonus (NHB). This funding was intended as an incentive to 
encourage Local Authorities to build or support house building in their area and is 
determined by the annual change in the total number of properties on the council tax 
list in October. This applies to both new housing and empty properties brought back 
into use. The calculated figure is then shared 20% to the County Council and 80% to 
the district. 
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7.53 Under the original scheme the NHB was payable for a period of six years, however 
subsequent changes to the scheme reduced the legacy period, initially to five years in 
2017/18, then four years from 2018/19, thereby reducing the overall level of NHB 
funding. 

 
7.54 Other changes to the scheme included the introduction of a threshold for housing 

growth of 0.4% below which no NHB would be payable. This threshold could 
potentially be changeable and may depend on the available NHB funding envelope.  
 

7.55 The NHB is not ring-fenced and can be used to fund the revenue budget, however, as 
previously reported, the level of funding was limited and dependant on development 
meaning allocations cannot be certain as local authorities are all competing for a slice 
of this finite pot, land available for development is also a limited resource. 

 
7.56 The future of the NHB has for some time now also been uncertain so reliance on it as 

a main source of revenue funding was prudently set to be reduced over the medium 
term, within the Medium Term Financial Plan. 

 
7.57 In the Spending Round 2019 it was confirmed that the NHB scheme was to be 

reviewed by ministers however legacy payments would be honoured and there was a 
one year allocation for 2020/21 only (no new legacy payments). Due to the 
Government prioritising its response to Covid during 2020/21 the NHB scheme has yet 
to be reviewed and a further one year allocation of NHB has been confirmed in the 
provisional finance settlement for 2021/22. Again this will be for one year only with no 
new legacy payments however legacy payments for 2018/19 and 2019/20 have been 
honoured.  

 
7.58 Hertsmere’s provisional allocation of NHB for 2021/22 is £582k and the total allocation 

including prior year legacy payments (2018/19 and 2019/20) amounts to £1,075k, a 
reduction of £246k from the 2020/21 grant of £1,321k. 
 

7.59 Of the 2021/22 allocation, £600k has been applied as funding for the 2021/22 revenue 
budget with any surplus, as in previous years, being set aside in the NHB reserve to 
fund innovative one off projects that can generate efficiencies or future additional 
revenues. The balance on the NHB Reserve is estimated to be £3,413k by the end of 
2020/21. 

 
7.60 It has been assumed that there will be no new NHB allocations beyond 2021/22 and 

that the scheme will therefore cease following the final legacy payments in 2022/23. 
The NHB allocations including the provisional allocation for 2021/22 are set out in 
Table 4 below: 
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Table 4 – New Homes Bonus 
 

 
 
 

2021/22 Forecast Financing 
 
7.61 The total forecast financing for 2021/22 is £11,846k as set out in Table 5 below. This 

includes the NNDR baseline funding in the 2021/22 provisional finance settlement, the 
new lower tier services grant, a £5 Council Tax increase, use of the Council Tax 
Support Grant, use of the New Homes Bonus as set out above and retained business 
rates growth. 

 
Table 5 – Total Forecast Financing 2021/22 

 

 
2020/21 

£000’s 
2021/22 

£000’s 
Revenue Support Grant (RSG) 0 0 
NNDR Baseline Grant 2,723 2,723* 
NNDR Redistributed Levy Surplus 17 0 
Lower Tier Services Grant 0 116 
Council Tax Support Grant 0 100 
New Homes Bonus 800 600 
Total of Government Grants 3,540 3,539 
NNDR Growth 547 460 
Council Tax 7,638 7,847 
Total Financing 11,725 11,846 

* the Business Rates multiplier has been frozen for 2021/22 (paragraph 7.10 above) hence there is no increase in 
business rate baseline funding. Local authorities will be compensated for inflationary loses through section 31 
grant funding included in the growth budget. 

 
 

£K £K £K £K £K £K £K £K £K £K £K £K

Year 1 305 305

Year 2 267

Year 3 368

Year 4 381

Year 5 606

Year 6 428

Year 7 234

Year 8 92

Year 9 401 401

Year 10 594

Year 11 589 582

20 8 8 6 6

305 572 960 1,329 1,935 2,361 2,024 1,360 1,155 1,321 1,075 401

100

82 195 129 108 63 90 116 280

0 0 960 1,148 1,148 1,173 1,200 1,200 1,117 800 600 400

223 277 -129 73 724 1,098 708 160 -242 521 475 1

Balance on Reserve 223 500 371 444 1,168 2,266 2,974 3,134 2,892 3,413 3,888 3,889

2015/16NHB 
Year’s Allocation

2011/12 2012/13 2013/14 2014/15 2022/23

572
940

1,321
1,927

2,355

2,018

1,360

1,155

1,321

2016/17 2017/18 2018/19 2019/20 2020/21 2021/22

Budget Funding

NHB Reserve

493

Additional Grant

Total NHB Received

NHB Utilisation

Homelessness

Planning 
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8 ECONOMIC FORECAST AND INVESTMENT INCOME 
 
8.1 In his Autumn Statement to Parliament on 25 November 2020, the Chancellor 

announced a further one-year spending round. The Spending Review 2020 (SR20), 
which as expected, included a bleak economic overview with the economy anticipated 
to contract by 11.3% in 2020 and unlikely to recover to pre-Covid levels until at least 
Q4 of 2022. Debt for 2020 stands at 91.9% of GDP with spend on the Government’s 
response to Covid-19 amounting to £280bn during 2020/21 with further spend of 
£55bn in 2021/22. 
 

8.2 The coronavirus outbreak has caused huge economic damage to the UK and many 
other economies around the world. After the Bank of England took emergency action 
in March to cut Bank Rate to first 0.25%, and then again to 0.10%, it has left Bank 
Rate unchanged since, although some forecasters had suggested a cut into negative 
territory could happen. However, the Governor of the Bank of England has made it 
clear that such a move would do more damage than good and that quantitative easing 
is the favoured tool if further action becomes necessary. 

 
8.3 SR20 included the Office for Budget Responsibility’s (OBR) latest forecast for GDP 

growth and inflation which are depicted in charts 1-3 below. These show quite a 
different economic outlook from previous reports due to the impact of the Covid 
pandemic and prolonged recovery period: 

 
Chart 1 – GDP Growth (OBR forecast SR20) 
 

 
 
Chart 2 – CPI Inflation (OBR forecast SR20) 
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Chart 3 – RPI Inflation (OBR forecast SR20) 
 

 
 
 

8.4 Up until March 2020 the Monetary Policy Committee (MPC) had left Bank Rate 
unchanged at 0.75% since August 2018. The rate had remained flat mainly due to the 
ongoing uncertainty over Brexit, but had been forecast to rise again around March 
2021. The impact of the coronavirus outbreak and the emergency action taken by the 
Bank of England to reduce base rate to just 0.10% has significantly changed forecasts 
for bank rates. The Council’s treasury advisors, Link Asset Services, have revised their 
interest rate forecasts as follows: 

 
 2020/21 Was 1.00% is now 0.10% 

 2021/22 Was 1.00% is now 0.10% 

 2022/23 is forecasted to be 0.10% 

 
8.5 As shown in Table 6 below, no increase in Bank Rate is expected within the forecast 

horizon ending on 31st March 2023 as economic recovery is expected to be only 
gradual and, therefore, prolonged. The Council’s treasury advisor, Link Asset 
Services, has provided the following forecast: 

 
Table 6 – Link’s Bank Rate and borrowing forecast 

 

 
 

 
Investment Income 

 
8.6 The current economic conditions will directly affect the potential return on the Council’s 

investments. This is where the Council holds surplus cash, for example capital or 
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earmarked funding not immediately required or income received in advance of 
spending. With the UK base rate at just 0.10% and not set to increase before 2023, 
the return on the Council’s investments will be severely impacted. 

 
8.7 After taking into account anticipated capital spend, loans and other cash flows, it has 

been estimated that the Council will hold an average investment balance of £68m 
during 2021/22, made up of £49m core investments, £6m in loans and £13m surplus 
cash flow from operating activities. 

 
8.8 Whilst some funds have already been invested with other local authorities for up to two 

years with rates of up to 0.35% and the existing loans with EFS and InspireAll are at 
commercial interest rates remaining core funds invested short term will only achieve 
low rates of return. 

 
8.9 Whilst there are limited opportunities for investment, the Council needs to look at how 

to best utilise its resources for example by investing in its own capital investment such 
as the Studios project and development through HDL. The Council must however 
maintain sufficient funds for cashflow purposes and will continue to invest in liquid 
funds for this purpose which will result in lower returns compared to previous years. 

 
8.10 Based on projected investment levels and a prudent approach to interest rates the 

return on investments for 2021/22 has been estimated to be £400k, inclusive of loan 
interest as detailed in table 7 below:  

 
Table 7 – Investment Income Budget 

 
  

Average 
Balance 

£m 

 
Estimated 

Return 
% 

Budget 
Investment 

Income 
£m 

Core Investments 49 0.33 0.162 
Loans 6 3.75 0.233 
Non-Core Investments 13 0.04 0.005 
Total / Average 68 0.59 0.400 

 
 
9 FINANCIAL STRATEGY AND MEDIUM TERM FINANCIAL PLAN (MTFP) 
 
9.1 Council approved Hertsmere’s latest Financial Strategy in July 2018 (C/18/27), 

following an extensive review and update. This latest strategy covers the period to 
2021/22 and included a Medium Term Financial Plan (MTFP), setting out the budget 
and funding forecast over this period. At that time the MTFP showed a cumulative 
funding shortfall of £1,606k as summarised in table 8 below: 

 
Table 8 – Current MTFP 2018/19 to 2021/22 

 
 2018/19 

£000 
2019/20 

£000 
2020/21 

£000 
2021/22 

£000 
Net Budget Requirement 11,860 12,307 11,467 11,685 
Funding 11,860 11,137 11,215 11,501 
Funding Shortfall - 1,170 252 184 
Cumulative Funding Shortfall - 1,170 1,422 1,606 
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9.2 Since approval of the Financial Strategy there have been many changes, including 

those referenced in this report. The MTFP is therefore reviewed and updated annually, 
as part of the budget process, to reflect the latest budgetary assumptions in respect of 
inflation, changes in service demand and delivery as well as other factors that impact 
the Council’s finances. The MTFP has also now been extended to include 2024/25. 
The revised MTFP, which is set out at Appendix C and summarised in table 9 below, 
now shows a potential funding gap to 2024/25 of £682k: 
 
Table 9 – Revised MTFP 2020/21 to 2024/25 

 
 2021/22 

£000 
2022/23 

£000 
2023/24 

£000 
2024/25 

£000 
Net Budget Requirement 11,846 11,629 11,909 11,918 
Funding 11,846 11,591 11,582 11,601 
Funding Shortfall - 38 327 317 
Cumulative Funding Shortfall - 38 365 682 

 
 
10 DRAFT 2021/22 BUDGET 
 
10.1 Having taken into account all of the identified pressures and efficiencies the current 

net budget requirement (NBR) for 2021/22 is £11,846K as summarised in table 10 
below, a service-by-service summary is shown in Appendix B. 

 
Table 10 – Net Budget Requirement Funding 

 

 
2020/21 

£000’s 
2021/22 

£000’s 

Net Service Expenditure 11,377 11,326 
Corporate Budgets 
(e.g. investment income, corporate pressures not yet 
allocated to services – pay award, pension auto 
enrolment, apprenticeship levy etc.) 348 520 

Net Budget Requirement 11,725 11,846 
 
 
10.2 Table 11 overleaf sets out the key factors and variances that impact on the 2021/22 

budget requirement. This shows a year on year increase of £121K, being the net effect 
of budgetary pressures, service improvements, reductions in income and grants and a 
reduced reliance on reserve funding. These are partly offset by increases in income, 
budget efficiencies and savings. More detailed changes to the budgets for each 
individual service are discussed further in Appendix D. 
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Table 11 – Key Factors and variances that impact on the 2021/22 Budget: 
 

 
 

Please Note: For detailed explanations see Appendix D. 
  

£’000
Increased employee costs (adv) fav

Economic Development Officer - new post (54)
Pension contributions (50)
Staff pay award - Staff paid under £24k (30)
Contractual & other increases (119)

(253)
Service improvements & increments

Recycling contractor costs (262)
Fleet insurance & maintancence (43)
Increase in premises related costs (40)
GM contractual increase (39)
Legal fees  - Housing (20)
Housing Benefit Subsidy (15)
Bank charges (12)
Other increments (116)

(547)
Decrease in income

Recycling income (174)
Investment income (100)
Other income (15)

(289)

Total budget increases (1,089)

Increase in income
Rental income 121
Recycling grant income 61
Planning income 50
West Herts Crematorium 50
Other income 36

318
Budget savings & efficiencies:

Employee savings - post reductions            247 
Employee savings - waste round reduction            133 
Net reduction in homelessness costs              50 
Drainage contractor costs              50 
Reduced internal audit fees              15 
Other savings and efficiencies              76 

571

Total budget decreases 889

Changes to reserve/ funding
Housing grant funding (40)
Business rates growth 54
Contribution to parking reserve 40
Housing Benefit Subsidy 35
Other (10)

79

Increase in net budget requirement (121)
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10.3 The 2021/22 draft budget set out in Appendix B is presented in the “Direct Cost” 
format, with 2020/21 budget and 2019/20 actuals for comparative purposes. 

 
10.4 The “Direct Cost” format set out in Appendix B is presented in order to establish 

responsibility and accountability for any growth or movements within the budget 
directly under the control of the budget holders concerned. The “Direct Cost” format 
excludes any support services cost and any recharges between the services including 
accommodation and depreciation costs of assets.  

 
 
11 ASSUMPTIONS, UNCERTAINTIES AND RISKS 

 
11.1 The following are the key assumptions, risks and uncertainties used in the preparation 

of the budget: 
 

1) Covid-19: For 2021/22 service budgets reflect normal service provision or 
known changes to service provision where applicable. Budgets do not reflect 
any additional costs or loss of income due to the impact of the Covid 
pandemic. The Government have announced additional funding for Covid in 
2021/22 in relation to additional costs, loss of income from fees and charges 
and loss of tax revenues and this funding will be applied to meet any such cost 
and income pressures against normal service budgets. As reported during 
2020/21, any remaining Covid funding received during 2020/21, where the 
terms of the grant funding allow, plus any remaining contingency budget will 
be carried forward in a reserve to be applied as required during 2021/22. The 
impact of the Covid pandemic will be regularly monitored and reported on 
throughout the year.  
 

2) Staff Pay and Members Allowances: In line with the Chancellor’s 
announcement in his Autumn statement on public sector pay, no pay award 
has been allowed for in the 2021/22 budget save for a minimum award of £250 
for lower paid staff earning less than £24k (full time equivalent). This amounts 
to a total budget increase of £30k including oncosts (refer to section 7, 
paragraphs 7.5 to 7.9 below). 
 
Since opting out of the NJC pay scheme some years ago, the Council 
determines its pay awards locally. Member’s allowances are uprated in 
accordance with any local pay awards agreed by the Council in line with a 
recommendation from an Independent Remuneration Review Panel. 
 
In proposing a pay award consideration is usually given to how the local award 
compares with the NJC National Agreement, although current economic 
conditions are also considered. There is currently no offer from the NJC on the 
National Pay Award at this time. 
 
The proposed pay award will be incorporated into the Pay Policy Statement 
and will be subject to the approval of the Personnel Committee on 16 February 
2021. 
 

3) Inflation: Contractual increments have been allowed within relevant service 
budgets. There is no provision for general inflation although where services 
have identified inflationary pressures or market cost changes then these have 
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been scrutinised by senior managers and where agreed have been budgeted 
for. 
 

4) Income: Income from fees and charges is set to rise from £13.0m in 2020/21 
to £13.3m in 2021/22. However whilst the proposed fees and charges for 
2021/22 are included in the net budget requirement they are subject to 
approval and will be presented to the full Council on 24 February 2021 as part 
of the proposed budget (appendix E). 

 
The majority of income budgets are subject to external factors, such as supply 
and demand, market forces and the general state of the economy and 
competitiveness of the market. It has been assumed that the level of activity in 
2021/22 will be the same as in previous years. Some fees and charges, such 
as Planning fees, are regulated by statute. 
 
Whilst the Covid pandemic and local and national restrictions are likely to 
continue to impact fees and charges income, it is appropriate to continue to 
budget at normal service levels so the impact of the pandemic can continue to 
be fully assessed. The continuation of the Government’s Covid support 
payments through the irrecoverable loss of income scheme for the first quarter 
of 2021/22 will mean that 75% of any losses will continue to be funded. 

 
5) Economic Conditions and Investments: With the Covid pandemic being the 

Government’s main priority, the latest spending round for 2020 was again for a 
single year rather than the multi-year settlement that had been anticipated. 
The 2020 Spending Review (SR20), as expected, included a bleak economic 
overview and forecast for growth and inflation. 
 
This bleak economic forecast and prolonged recovery could have a 
detrimental impact on Hertsmere’s revenue streams for example through fees 
and charges such as parking charges taking longer than anticipated to return 
to pre-Covid levels. With the bank rate at just 0.10% and unlikely to rise before 
2023 there will be an impact on the Council’s investments and a prudent 
approach to investment returns has therefore been taken in preparing the 
budget. 
 
The is also a potential impact on local taxation for example the impact of Covid 
and the state of the economy on our local High Streets and other local 
businesses. If this were to result in business failures the resulting reduction in 
business rates would reduce the level of locally retained business rate growth. 
The potential increase in local unemployment could also lead to rising claims 
for Council Tax Support. 
 
Further economic data is set out in section 8 of this report. 

 
6) Brexit: The potential impact of Brexit remains a real concern, not only in 

relation to the economy and potential rising costs of supplies and services, but 
also in relation to recruitment and retention. This is of particular concern in 
front line services where a significant proportion of the workforce have come 
from the European Union such as Waste Operatives and Civil Enforcement 
Officers. There is also the potential impact on local businesses and 
employment should foreign companies look to relocate outside of the UK 
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which again could have an adverse impact on benefits income and Business 
Rates. 

 
7) Council Tax Increase – A £5 annual Council Tax increase was assumed in 

the Council’s Medium Term Financial Plan until 2020/21 being the maximum 
annual increase allowed for Hertsmere under the 2015 four-year settlement 
whereby district councils could increase council tax by up to 2% or £5 
whichever is the greater. The 2% or £5 limit for district councils was extended 
for the one year spending round (SR19) for 2020/21 and has been extended 
for a further year under SR20 for 2021/22. The 2021/22 budget assumes a 
Council Tax increase of £5, which aligns with the Ministry for Housing, 
Communities and Local Government (MHCLG) core spending power 
assumptions. A £5 increase equates to an average percentage increase of 
approximately 2.7% and will generate additional on-going revenues annually 
of £209k. 

 
8) Council Tax Base – The tax base for 2021/22, which is subject to approval by 

the full Council on 26 January 2021, is calculated based on housing growth 
data as at 1 October 2020 adjusted to band D equivalents. The proposed tax 
base for 2021/22 (41,887.1), which also takes account of discounts, shows a 
very slight reduction against the current 2020/21 tax base (41,889.2) whereas 
in recent years the tax base has increased by close to 1.5% annually raising 
additional council tax revenues of around £100k each year. 

 
Whilst housing growth during 2020/21 has been similar to that experienced in 
previous years, the resulting increase in the tax base has been all but 
eradicated due to a significant increase in the level of claims for Council Tax 
Support (CTS) during 2020/21. In previous years the level of CTS, which 
provides a discount against the full Council Tax for those on low income, has 
been relatively stable year on year and therefore has not been a significant 
factor in setting the tax base. However the impact of the Covid pandemic 
during 2020/21 has resulted in a significant increase in claims for CTS, which 
needs to be reflected in setting the tax base for 2021/22. The proposed tax 
base assumes an increase in Council Tax Support claims during 2020/21 of 
15% by year-end based on the actual increase in CTS as at 1 October was 
9% which has been projected for the full year impact. 

 
9) Council Tax Collection: Council Tax collection had shown a rising trend in 

recent years however ongoing pressure on household income sustained over 
a prolonged period of low economic growth and austerity had resulted in a 
slight reduction in the in-year collection rate in 2019/20, albeit collection of 
2019/20 debt has since exceeded the 98% target. The collection rate for 
2020/21, as would be expected under the current circumstances, is currently 
behind target, mainly due to agreed deferrals in response to the Covid 
pandemic. It is however anticipated that the collection rate will be close to 
target by year-end and with ongoing collection beyond year-end, the target 
level will be achieved. The collection rate for 2021/22 has therefore been set 
at the same level as in recent years at 98%. 

 
10) Council Tax Support (CTS):  When the responsibility for Council Tax Support 

passed over from the DWP to Hertsmere under its local scheme from 2013/14 
the risk also passed over meaning that Hertsmere now pick up the cost of 
fluctuations in caseload and support awarded. The caseload actually fell 
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between 2013/14 and 2016/17 but had been increasing from 2017/18, albeit 
the rising trend had slowed down prior to 2020/21. 

 
The impact of Covid has unsurprisingly resulted in an increase in claims for 
CTS during 2020/21 and this increase, which is estimated to be 15% by the 
end of the year, has been factored into the Council Tax Base for 2021/22. 
 
In recognition of the lost revenue due to increased claims for CTS, the 
Government have allocated additional un-ring-fenced funding via the Council 
Tax Support Grant and Hertsmere has received an allocation of £169k. This 
will be drawn down, £100k in 2021/22 and £69k in 2022/23 by which time it is 
anticipated that CTS claims will have returned to pre-Covid levels. 
 
There does however remain the risk that caseload may not return to pre-Covid 
levels and could increase further given the ongoing economic conditions and 
uncertainty. 

 
11) Universal Credit (and CTS): the role out of Universal Credit, which replaces 

legacy benefits for working age claimants continues albeit at a slower pace 
than anticipated. The difficulties caused for CTS claimants due to the 
frequently changing level of UC has now been addressed through the 
introduction of a simpler banded scheme for UC claimants from April 2020. 
However, this new scheme is yet to be fully assessed due to circumstances 
during 2020 and will now be assessed during 2021 to ensure the new scheme 
is fit for purpose. 
 

12) Business Rates Retention: the risks identified with this are set out in detail at 
paragraphs 7.11 to 7.31 above. 
 
 

13) Recovery of income: a delay in recovering outstanding debt such as council 
tax, business rates and rental income, could lead to an increase in the level of 
bad debts. During 2019/20 and early 2020/21 debt levels had been falling 
however due to the financial impact of the Covid pandemic during 2020 and in 
order to support customers in financial difficulty during the pandemic, the 
Council agreed to defer some payments on account and have generally 
agreed re-profiled payments with customers later in the year or over a longer 
period. As a result collection rates are behind the usual target levels and there 
is an increased risk of bad debt. 

 
Recovery action was also temporarily suspended at the outset of the 
pandemic so as not to put customers under financial duress but recovery 
action did recommence from August and officers are working with customers 
to bring their arrears back up to date. 

 
14) Benefit Overpayments: A Housing Benefit Overpayment occurs when a 

claimant receives more Housing Benefit than they are entitled to, either due to 
a Local Authority error or an error on the part of the claimant, which generally 
occurs where they have failed to notify the Council of a change in their 
circumstances such as their employment status. 

 
Where overpayments are due to claimant error or fraudulent activity, 60% of 
the cost falls to Hertsmere and whilst 100% of overpayments may be 
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recovered where this is from on-going benefit entitlement the recovery 
amounts are prescribed by the DWP and are relatively low compared to the 
debt, which can then take many years to recover. However, this is the only 
means of debt recovery, whilst the claimant remains on housing benefit. 
 
Where Housing Benefit is no longer in payment by Hertsmere, for example 
due to the claimant having moved out of the area or no longer being entitled, 
the overpayment can be then be recovered as a sundry debt. However, there 
is a significant risk that there is not the ability to repay, the result being a 
significant increase in bad debts. 
 
Where housing benefit stops because the claimant has moved over to 
Universal Credit (UC), the debt can only be recovered from their UC 
entitlement, however, the housing benefit debt is a low priority and is 
recovered after other DWP benefit debts. It may be better in some cases that 
this debt is recovered through sundry debtors although as already mentioned 
there is a significant risk that there is not the ability to repay. 
 
The introduction of real time information (RTI) by the DWP in 2014, which 
uses data matching tools to identify potential Housing Benefit overpayments, 
has had a significant impact in identifying overpayments. The Council now has 
direct access to HMRC data and receives regular reports showing cases 
where the taxable income has changed. 
 
In 2017 Hertsmere appointed an Overpayment Prevention Officer who has 
been able to use RTI to prioritise cases for review as well as introducing other 
measures to encourage claimants to keep their circumstances up to date to 
prevent overpayments arising. Over the past few years the level of new 
overpayments has significantly reduced from £960k in 2015/16 to £648k in 
2019/20. 
 
Currently Housing Benefit Overpayment debt for Hertsmere amounts to almost 
£2.1 million of which approximately £1.2 million will directly impact the Council 
and therefore represents a significant risk. Good debt recovery processes and 
more importantly overpayment prevention are key to mitigating this risk. As a 
direct result of the efforts of the Benefits team, the level of new and 
outstanding overpayments is now on a downward trend. 
 

15) Homelessness and the Homelessness Reduction Act: The competitive 
housing market and issues of affordability in Hertsmere have seen the number 
of approaches for both housing and homelessness increase. This rising trend, 
and the outward pressure on Hertsmere’s housing from neighbouring London 
Borough’s placing tenants within the borough, has put pressure on the 
temporary accommodation budget. As already mentioned above in section 7, 
the Homelessness Reduction Act came into force in April 2018, introducing a 
statutory duty on Councils to take reasonable steps to prevent homelessness 
much sooner than previous legislation. The homelessness prevention team 
have successfully managed this additional pressure without a significant 
financial impact on the homelessness budget.  However, with the current 
restrictions on evictions during the pandemic, local authorities could potentially 
see a significant increase in demand for homelessness once this is lifted. 
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16) Recruitment and Retention: Over the past few years it has become 
increasingly difficult to recruit and retain certain staff, for example in 
professional and specialist roles such as Finance, Planning, Environmental 
Health and Benefits. This is in part due to Hertsmere’s proximity to London 
and the higher levels of pay available in neighbouring London boroughs but 
also due to some specialist roles being less attractive due to private 
competition and uncertainty caused by changes in legislation for example 
universal credit. Also as mentioned above, Brexit is taking its toll on 
recruitment of frontline services such as Waste Operatives and Civil 
Enforcement Officers. 

 
17) Grant Aid: the voluntary sector relies heavily on grant funding, including 

funding from Hertsmere. Government and other funding reductions coupled 
with slow economic recovery could lead to a greater demand for these 
services and could lead to this sector calling for increased assistance from the 
Council. A reduction in the provision of voluntary services such as Citizens 
Advice could have an adverse impact on demand for Council services.   

 
18) Pension Fund: any future contributions depend largely on the value of the 

stock market, property prices and interest rates. These factors are generally 
considered and forecast by the Pension Fund’s Actuary every three years. The 
last review was undertaken during 2019 and the determined contribution rates 
came into effect from April 2020. These contribution rates are fixed until 
2022/23 and have been factored into the budget and medium term financial 
plan from 2020/21. 

 
19) Fraud: Whilst controls and processes are in place to prevent fraud it can still 

occur. The introduction of real time information has helped to identify benefit 
fraud. Hertsmere have also recently signed up to the National Fraud hub and 
are benefitting from additional matching data that can help to identify Council 
Tax and Housing Benefit fraud. 

 
During 2020, Hertsmere have been responsible for paying tens of millions in 
Covid support grants to local businesses and the Council were supported 
throughout the payment process by the Shared Anti-Fraud Service (SAFS) 
and also had access to the Government’s Spotlight system to help identify 
potentially fraudulent claims. All potentially fraudulent claims were referred to 
SAFS and were fully investigated by them. Whilst officers have used all the 
tools available to help identify fraud due to the volume of claims there is still a 
significant risk. 

 
20) New Homes Bonus (NHB): Hertsmere have benefited since 2011 from grant 

payments under the New Homes Bonus scheme, introduced by the 
Government to encourage and reward Local Authorities for new housing 
growth in their area, the future of this grant has however been uncertain for 
several years now. The scheme was revised in 2017/18 reducing the legacy 
payments from six years to four and a threshold for housing growth below 
which no NHB would be paid was also introduced. As expected, the NHB is 
now to be reviewed by Ministers, albeit this review has been delayed twice 
now, initially due to priorities around Brexit in 2019 and during 2020 due to the 
Government’s response to the Covid pandemic. 
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This has resulted in a one year spending round in 2019 and a further one year 
spending round in 2020 and whilst the NHB scheme has been rolled forward 
each year, NHB payments have been one off with no new legacy payments, 
although legacy payments from prior years (2018/19 and 2019/20) have been 
honoured. 
 
The NHB is now expected to end by 2022/23 and Hertsmere are therefore 
reducing its reliance on this grant to fund the revenue budget over the medium 
term (refer also to paragraph 7.52 to 7.60). 

 
21) Elstree Studios: is a company wholly owned by the Council and the Council’s 

general fund benefits from a significant annual rental income, £1.55m 
budgeted in 2021/22. Hertsmere as landlord are responsible for maintaining its 
asset and have made significant capital investments into the Studios in recent 
years. In August 2020 the Council approved a significant capital project to 
build two new sound stages and ancillary space at the Studios which is to be 
match funded £6 million from Government Grant through the Hertfordshire 
Local Enterprise Partnership and £6 million from the Council’s own resources. 
This project, which is due for completion by March 2022, will generate a 
significant additional revenue stream which has been factored into the medium 
term financial plan from 2022/23. 

 
There are as such, significant risks to Hertsmere both to its revenue and 
capital position if the Studios were to experience financial difficulties and were 
unable to service its debts. 

 
22) Hertsmere Developments Limited: Hertsmere established a wholly owned 

development company, Hertsmere Developments Limited (HDL), in February 
2016. The company has since developed a business plan approved by the 
Council in July 2018. This business plan included a number of Council owned 
sites proposed for development that will need to be transferred to HDL subject 
to appropriate individual business cases for development and planning 
permission. The Council also approved a loan facility of up to £50 million. In 
January 2021 the Council will be requested to approve the transfer of an 
additional site, Clarendon Park, which already has planning permission and is 
ready for development. HDL have also now appointed a Development Director 
who joined the company in January 2021 and will be responsible for driving 
forward this initial development and the company’s Business Plan. 

 
23) Cyber Attacks: There has been a proliferation of cyber-attacks in recent 

years. Lloyds of London warned of the risk to businesses of sophisticated 
hacking attacks that will only continue to increase in coming years, and 
warned of the need to properly prepare or face a hefty bill, including ‘slow 
burn’ costs such as reputational damage and litigation. These costs would be 
in addition to the cost of recovering from a successful cyber-attack. 

 
24) Contingency: The uncertainties listed above have been partially addressed 

by retaining the £300k budget contingency, which equates to around 2.6% of 
the budget requirement. In addition, any unused Covid funding from 2021/22 
including the 2020/21 contingency budget have been set aside in a reserve to 
be drawn down against additional Covid related costs and lost income. 
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12 STATEMENT OF THE CHIEF FINANCE OFFICER AND KEY BUDGET RISKS 
 
12.1 The Local Government Act 2003, Part II, sections 25, 26, 27 and 28, has placed 

onerous requirements on the Chief Finance Officer (CFO). The Council currently fulfils 
these requirements including budget calculations the setting of minimum financial 
revenue reserve levels, financial monitoring and budget reviews during the year.  

 
12.2 Section 25 requires the CFO to give assurances to the Members on the robustness of 

the estimates and the adequacy of the reserves. 
 
12.3 Known and as far as possible anticipated risks have been taken into account in this 

and all of the financial reports contained in the Council agenda.  However, Members 
will appreciate that the world economy is experiencing dramatic changes, from which 
no local authority is insulated.  

 
12.4 As far, as can reasonably be assumed in these circumstances and in the judgment of 

the CFO the budget is realistic and the reserves are adequate. 
 
12.5 Section 26 of the Act requires the CFO to present a reserves position statement as at 

1 April each year and to identify any significant movements. There are no significant 
movements forecast for 2021/22.  

 
12.6 Table 12 below sets out the reserve position as at 1 April 2020 and the anticipated 

position as at 31 March 2021: 
 

Table 12 – Adequacy of Reserves 
 

 
Actual as at     

1 Apr 20 
Estimated as 
at 31 Mar 21 

 
£’000 £’000 

Revenue Reserves 
  

General Fund Usable Reserve 8,309 8,392 

Earmarked 23,580 22,684 

  
 

Capital Reserves 
 

 
Usable capital receipts 6,318 5,107 

Capital Grants 11,301 10,010 

  
 

Total useable reserves 49,508 46,193 

 
Note: Total Usable Capital receipts of £2,449k have been committed or earmarked for 
specific projects for the period April 2021 to March 2024 

12.7 The CFO is obliged to present a budget that is believed to be achievable and with this 
in mind, the 2021/22 budget presents the Service Heads’ with challenging but 
achievable financial targets for the year. However, there is an inherent risk in this 
estimation process that the targets may not actually be met due to changing 
circumstances beyond the Council’s control. Therefore, it is requested that members 
note the key assumptions and uncertainties set out in section 11 above. 
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12.8 The 2021/22 draft budget shows a balanced position with the net budget requirement 
being balanced by an equivalent level of funding. This includes utilising £600k of New 
Homes Bonus, which will not be sustainable in the future due to the uncertain future of 
the scheme and reliance on this funding is therefore to be reduced over the medium 
term. This also includes £460k of business rates growth, the future of which is also 
uncertain and dependant on the Fair Funding Review and review of the system of 
redistribution of business rates and reset of the business rates baseline, which was 
delayed again under the 2020 Spending Round (SR20) until 2022/23. Reliance on 
business rates growth is also to be reduced over the medium term. 

 
The Sustainability of the Budget 

 
12.9 External Auditors continue to compliment the Council for its sound and prudent 

financial management as confirmed by the annual audit inspection letter. There are 
effective systems of control to ensure accounting systems produce reliable 
information. There is an effective framework to monitor key organisational risks. 

 
12.10 In light of reductions in Government funding in recent years and other pressures on 

the budget, going forward, there is no alternative but for Hertsmere to look to achieve 
self-sustainability. The ability to raise additional income however will be extremely 
challenging due to statutory fees and other restrictions on charging limiting 
Hertsmere’s ability to raise additional income from fees and charges. Hertsmere 
therefore needs to continue its innovative and commercial approach to income 
generation by expanding on its successes such as Elstree Film Studios (the Studios). 

 
12.11 In August 2020 the Council approved a significant capital project to build two new 

sound stages and ancillary space at the Studios which is to be match funded £6 million 
from Government Grant through the Hertfordshire Local Enterprise Partnership and £6 
million from the Council’s own resources. This project, which is due for completion by 
March 2022, will generate a significant additional revenue stream which has been 
factored into the medium term financial plan from 2022/23. 

 
12.12 Hertsmere established a wholly owned development company, Hertsmere 

Developments Limited (HDL), in February 2016 and the company subsequently 
developed its initial business plan, which was approved by the Council in July 2018. 
This business plan included a number of Council owned sites proposed for 
development that will need to be transferred to HDL subject to appropriate business 
cases and planning permission. The Council also approved a loan facility of up to 
£50million. In January 2020 the Council will be requested to approve the transfer of an 
additional site, Clarendon Park, which already has planning permission and is ready 
for development. HDL have also now appointed a Development Director who joined 
the company in January 2021 and will be responsible for driving forward this initial 
development and the company’s Business Plan. 

 
12.13 The Chief Finance Officer would also like to draw the Executive’s attention to 

paragraph 12.6, which shows that the Council holds £31million in revenue reserves, 
out of which £23million are earmarked. In financially strenuous circumstances the 
Council can utilise its reserves, however, it needs to be borne in mind that usage of 
the reserves is always a one off usage and once monies are spent from the reserves it 
is very difficult to replenish. Hence, the Chartered Institute of Public Finance and 
Accountancy (CIPFA) has constantly advocated against the use of reserves for an 
ongoing basis. 
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12.14 Despite the above comforting factors it is important to note the financial year 2021/22 
budget has been proposed to utilise £600k New Homes Bonus and £460k Business 
Rates Growth income.  Both resources do not carry certainty in the medium to long 
term financial planning due to changing government policies and the economic 
climate. As a matter of urgent priority the Council needs to focus on the delivery of 
sustainable sources of income generation. 

 
 
13 RECOMMENDATIONS OF THE POLICY REVIEW  COMMITTEE & EXECUTIVE 

 
13.1 The Council’s constitution and best working practice requires that the Policy Review 

Committee and Members of the Council be consulted on the Revenue Budget prior to 
the Executive recommending that Council adopt the budget. The draft Revenue 
Budget will be presented to a meeting of the Policy Review Committee on 21 January 
2021 for consultation. All members will be invited to join this meeting. 

13.2 The Committee’s feedback will be included in the next report to be presented to the 
Executive on 10 February 2021. 
 
 

14 2021/22 BUDGET TIMETABLE 
 

14.1 The timetable for the adoption of the 2021/22 Revenue Budget is set out in Table 13 
below: 

 
Table 13 – 2021/22 Revenue Budget Timetable 

 
Draft budget to Executive to recommend consultation 13 January 2021 
Draft budget to Policy Review Committee for consultation 21 January 2021 
Final budget to Executive for recommendation to Council 10 February 2021 
Approval by Full Council 24 February 2021 

 
 
15 FINANCIAL AND BUDGET FRAMEWORK IMPLICATIONS 
 
15.1 As explained in the main body of the report. 
 
 
16 LEGAL POWERS RELIED ON AND ANY LEGAL IMPLICATIONS  
 
16.1 The legislation places, on a statutory footing, the advice of the Chief Finance Officer to 

elected members by requiring a report on: 
 

 The robustness of the estimates; and the adequacy of the financial reserves 
 Members are required to have regard to the Chief Finance Officer’s report when 

making decisions about budget requirements. 
 Extract from Hansard 

 
(House of Commons Standing Committee A January 30 2003 col 242) 
 
“We have sought to put in place a proper relationship that recognises …that the 
councillors are democratically elected and should ultimately carry responsibility and 
take the final decision.  We recognise that.  However, they should be properly advised 
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and the Chief Finance Officer should have not only the power to make representations 
but the ability to do so and a clear statutory obligation to make a report…” 

 
 
17 EFFICIENCY GAINS AND VALUE FOR MONEY  
 
17.1 There is no longer a direct requirement for authorities to monitor and report on value 

for money however, the Council’s external auditors, Ernst & Young, still provide a 
value for money opinion in their annual audit report. Officers remain committed to 
achieve on going efficiencies to deliver a required balanced budget. 

 
17.2 The Council remains committed to providing value for money services and this has 

formed part of the organisation review and budgetary process. Hence, the Council will 
monitor all the initiatives mentioned within this report in order to ensure that planned 
benefits are realised. 

 
17.3 The Council has published a Value for Money and Efficiency Strategy as part of its 

overall Financial Strategy, which now also includes the Council’s Efficiency Plan, 
which was a requirement of accepting the 2016/17 four-year financial settlement. This 
sets out the Council’s approach to value for money and delivering efficiencies and 
shows the efficiency savings the Council have delivered year on year. 

 
 
18 RISK MANAGEMENT IMPLICATIONS  
 
18.1 The Revenue Budget is a tool that allows officers and members to manage the risk 

that the cost of services does not exceed the financial resources available to the 
Council. Therefore, in considering the revenue budget and allowing consultation, 
officers and members are taking the first steps to ensure that in 2021/22, revenue 
expenditure is well managed. 

 
18.2 There are various factors that influence the budget which are discussed throughout 

this report, Government Funding being one of them. Some of the other key 
assumptions, uncertainties and risks are also set out in section 11 of this report. 

 
18.3 There is a general risk that the Revenue Budget is set at an unachievable level, or that 

unforeseen costs or areas of expenditure arise after the budget is set. This is an 
inherent risk in the process of setting any budget and thus a contingency sum is 
included in the budget. This risk is being further addressed by close communication 
between Finance Officers and the budget holders in order to ensure that the budgets, 
whilst challenging, are achievable. 

 
18.4 As referred to in the Chancellor’s Autumn Statement, additional Government funding 

has been announced in response to the impact of the Covid pandemic and this funding 
will be applied to meet the additional costs and loss of income resulting from the 
pandemic. In addition, funding that has not been utilised during 2020/21 will also be 
carried forward and drawn on as required to meet Covid related pressures during 
2021/22. 

 
18.5 The Finanancial Monitoring Panel meets on a monthly basis throughout the year to 

review actual financial performance compared to budget. It reports regularly to the 
Operations Review Committee and the Panel report any matters that require further 



Page 37 of 38 
 

investigations to that Committee. Corrective measures are taken where there are 
significant variances. 

 
 
19 PERSONNEL IMPLICATIONS 
 
19.1 These are set out within the body of the report.  
 
 
20 EQUALITIES IMPLICATIONS 
 
20.1 Equalities implications have been considered throughout the budget process in 

relation to the individual budget proposals as appropriate. 
 
 
21 CORPORATE PLAN and POLICY FRAMEWORK IMPLICATIONS  
 
21.1 The current Corporate Plan, “Hertsmere’s 2020 Vision” which covers the period 2016 

to 2020, has identified three Corporate Goals, which each have a number of outcome-
based objectives that support the development of priorities for action. 

 
 Being an enterprising Council 

 Planning for the future 

 Supporting our communities 

 
21.2 The budget process and financial strategy are closely linked with the Corporate Plan 

and enable the delivery of the Council’s goals and objectives. The Medium Term 
Financial Plan (MTFP) 2020/21 to 2024/25 (appendix C) sets out the anticipated 
pressures and influences, internal and external, that may potentially impact 
Hertsmere’s finances over the medium term and sets out how the Council intends to 
manage and mitigate those pressures and influences over the period. 

 
 
22 ASSET MANAGEMENT PLAN IMPLICATIONS 
 
22.1 These are set out within the body of the report and addressed within the relevant 

service budgets as appropriate. 
 
 
23 HEALTH AND SAFETY IMPLICATIONS  
 
23.1 Provision has been included within the draft budget for all known Health & Safety 

expenditure that is legally required, under the various directives applying, to enable the 
proper provision of all services. 
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24 BACKGROUND DOCUMENTS USEDTO PREPARE THIS REPORT 
 

Document Title: Filed at: 
 Autumn Statement 25 November 2020 (Spending 

Round 2020) 
 

 2020/21 Provisional Finance Settlement (17 Dec 
2020) 

 
 2020/21 Budget Book. 

www.gov.uk 
 
 
www.gov.uk 
 
 
www.hertsmere.gov.uk 

 
 
25 CONSULTATION ON DRAFT REPORT 

 
25.1 There has been various consultation throughout the budget process as shown in Table 

3, paragraph 5.28 and the timetable for the adoption of the 2021/22 Revenue Budget 
as set out in Table 13, paragraph 14.1. 


